DEPARTMENT OF THE TREASURY

BUREAU OF ENGRAVING
AND PRINTING

Strategic Plan
2000-2005




DEPARTMENT OF THE TREASURY
BUREAU OF ENGRAVING AND PRINTING
WASHINGTON, D.C. 20228

DIRECTOR

MEMORANDUM FOR LAWRENCE SUMMERS

SECRETARY
THRU: MARY ELLEN WITHROW
TREASURER
FROM: Thomas A. Ferguson
: Director
SUBJECT: Submission of Final Strategic Plan for 2000-2005

| am pleased to submit the final version of the Bureau of Engraving and Printing’s
2000-2005 Strategic Plan in compliance with the Government Performance
Results Act (GPRA) and OMB Circular A-11. The Plan identifies the Bureau’s
organizational goals for the next five years and directly supports the Treasury
goals.

In response to the requirements of OMB Circular A-11, section 210.15, the
Bureau has the following responses:

Summary of the General Scope and Nature of Consuiltations

The Bureau solicited input from Congress, its employees, customers and
stakeholders. We sent letters out to seven (7) Congressional Committees
offering to brief them on our Plan. We held meetings with our employees, at the
Directorate and Office level. We have met frequently with our customers and
have developed performance goals to meet their needs. Likewise, the Bureau
met with stakeholders, such as those who manufacture equipment and systems
that have the primary function of processing currency. The briefings and
meetings have been a valuable source of feedback for the Bureau and have
fostered good communication.

Summary of Contrary Views Received

The Bureau did not receive any contrary views about the Plan from our
customers and stakeholders outside the Executive Branch of the Government.



Description of Any Significant Contribution to the Preparation of the Plan by Non-
Federal Entities:

The Plan was developed and prepared by Bureau managers and employees.

Public Availability of Plan

The Plan will be on the Bureau web site by the end of September for all
interested parties. The site is www.bep.treas.qov

We appreciate the opportunity to submit the 2000 — 2005 Strategic Plan.
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DIRECTOR

MESSAGE FROM THE DIRECTOR

The BEP has an excellent history in manufacturing security documents for the Federal
Reserve, United States Postal Service, and other government agencies. The current focus
within the Federal Government is to provide improved services at reduced costs. Based
on demands from the American public and feedback received from our customers, the
focus within BEP specifically, is on quality products, a safe working environment, and
meeting customer orders.

These efforts are described in our new Strategic Plan for Fiscal Years 2000-2005. This
five-year plan is directly related to our vision statement, “To be a world class securities
printer providing the public and customer agencies superior products through excellence
in manufacturing and technological innovation.”

This Plan is a decision-making document that will lead us to manufacturing excellence in
the years to come. [ want to thank all the employees of the Bureau for their input in
consultation with our stakeholders and customers.

74/ ey —

Thomas Ferguson
Director



EXECUTIVE SUMMARY

The purpose of the Bureau Strategic Plan is to present the strategies that will be used to
accomplish its mission over the next five years. The plan defines the BEP s core
businesses, emphasizes key strategies to achieve business objectives, and provides
messures to determine success. The components of this plan are presented in the
following pages and include the core manufacturing goas of the Bureau, aswell asits
supporting goas.

At the center of the plan is the Bureau' s core mission — to manufacture the quantity and
qudlity of currency and postage samps that the customers require. The Bureau's
commitment extends beyond demand projections to providing products of vaue with
quality featuresrequired by dl cusomers. The plan has specific measures regarding
product durability and circulation of currency notes in the economic system; e.g., fewer
notes returned because features do not function asintended in the cash system. It dso
has measures describing the contribution of currency design features to reduce
counterfeiting.

Integral to the plan are the resources that enable the Bureau to meet the projected design,
quality, and quantity requirements for its products over the next five years. Theserdate
to security and accountability, and to asset management. In the security and
accountability resource area, accountability procedures and practices will be enhanced.
The Strategic Plan aso emphasizes modernizing and strengthening the Bureau's
infragtructure through facility renovations, expansion for process modification,

production equipment upgrades and replacement, and environmenta control system
upgrades and expansion.

Two other key resource areas that are critica to accomplishing the Bureau' s quaity and
quantity manufacturing goals are information technology (I T) and human resources.
Achievement of the Burea’sIT goaswill enhance both employee and overdl Bureau
productivity, and increase the efficiency and effectiveness of the Bureau' s production,
financid and accountability systems. The human resources components of the plan will
maintain a skilled and motivated workforce,

The drategic plan is broken down into annud plans that support the five year godls,
provide short term program and policy direction, and measure progress towards achieving
the Bureau' s overdl srategic vison.

Organization of the Strategic Plan

This Strategic Plan covers years 2000-2005. Section 1, Overview of the Bureau of
Engraving and Printing, presents historical and current information on the functions of

the Bureau. Section 2 lists our Vison and Mission Statements.  Section 3, Strategic
Gods, laysout our 5 gods and details what they are, how we plan to achieve them and
how we will measure our success on an annua basis. Section 4, Management Strategies,
puts the sirategic goas in the context of our overall management philosophy with respect



to crosscutting programs.  Section 5, Strategic Planning Process, discusses the
formulation and purpose of the plan. Section 6, Measuring Performance, discusses the
program evauations we have done and intend to do to improve our planning process and
the linkage of the Annua Performance Plan to the Budget. Section 7, Externa Factors
Affecting BEP, consders economic, political, and technologica trends beyond our direct
control but for which we can make educated predictions about the effect on our
operations. Section 8, Cross-Cutting Issues, discusses those issues that transcend our
bureau and our coordination of those ectivities. Section 9, Consultation with
Stakeholders, details our relationship with our customers and the public and what efforts
we have made to creste satisfied customers and stakeholders. This section also describes
our process in obtaining employee satisfaction data. Section 10 describes the stepsto
disseminate the Strategic Plan.

Section 1
OVERVIEW OF THE BUREAU OF ENGRAVING AND PRINTING

The Bureau of Engraving and Printing has been in operation for more than 139 years.
Created by an Act of Congressin 1861, the Bureau came into existence ayear later to
print federa paper currency starting with one dollar and two dollar currency notes.
Housed in apart of the south wing of the Treasury Building, the operation flourished and
by 1880, had outgrown its location. The next home of the Bureau was at 14" and

I ndependence Avenue (now the Auditor’s Building) and was specialy congtructed to be
fire proof and secure. 1n 1894, the Bureau began printing postage ssamps and other
security documents and moved again in 1914, to its current Washington home at 14" and
C Streets. SW. In 1938 the Annex Building was completed and in 1990, the Western
Currency Facility in Fort Worth, Texas was completed. As BEP has progressed through
these facilities, it has adapted to many varieties of slver, gold, Treasury, and eventualy
Federal Reserve notes. New Currency Design (NCD) notes, which are the most
sophigticated o far, retain much of the flavor of the “ greenback” while incorporating
advanced counterfalt festures. The Federal Reserve and the U.S. Postal Service are the
Bureau's primary customers, accounting for over 97% of dl revenue.

The Bureau aso provides services directly to the public. Thetour of BEP

manufacturing operations and the Vigtor’'s Center are anong the most popular attractions
in the Nation's Capita. The Bureau sdlls uncut currency sheets and other specidty items
by mail, viathe Internet, and at the Vidtor's Center. It also processes clamsfor
redemption of damaged paper currency.

The current manufacturing facilitiesin Washington, D.C. and Fort Worth, Texas employ
approximately 2600 individuas. Revenue from sdes of products in 1999 was 453
million dollars. In 1999, approximately 52% of the total U.S. currency order (11.36
billion) was printed in Fort Worth and 48% in Washington. The Bureau printed dl of the
1999 stamp order (18.9 billion stamps) in Washington.



The Bureau is a security printer. The customers and stakeholders expect the highest
degree of security. The Bureau continues to maintain the high levels of security and
seeks to improve wherever possible.

In addition to maintaining a secure environment, the Bureau incorporates counterfeit
deterrence features into its products. The Bureau conducts extensive research into
improving the security features of the currency as wel asimproving the durability and
life expectancy of the notes. Additiondly, the Bureau belongs to severd internationa
governmental organizations that share research and development data on banknote
improvement.

The Bureau operates under arevolving fund and does not receive Congressiond
gppropriations. Through product sales, the Bureau recovers the direct and indirect costs
of operations, adminigtration, and research and development, and generates sufficient
funds for capitd invetment and to maintain working capitd.

While manufacturing currency, samps, and other printed securitiesisthe

core business, the production operations are highly dependent on the effectiveness of
support processes such as security, procurement, information systems, financia
management, product accountability, human resources management, engineering,
research, product development, and maintenance. Only when these processeswork in
concert can the Bureau be responsive to the needs of its customers.

Section 2

BUREAU OF ENGRAVING AND PRINTING
VISION STATEMENT

“To be aworld class securities printer providing the public and our customer agencies
superior products through excdlence in manufacturing and technologica innovation.”

MISSION STATEMENT

“To securely and efficiently produce United States currency, postage stamps, and other
government securities that satisfy the current and future needs of the American public
and the government agencies which serve them.”

Section 3

STRATEGIC GOALS

Five strategic gods, Customer Satisfaction, Quality Manufacturing, Counterfeit
Deterrence, Security and Accountability, and Resource Management, have been
established to guide the Bureau in achieving itsmisson. These strategic goaswill guide



actions we need to take now and during the next five years. Success in accomplishing the
drategic goadswill be reflected in improved performance as measured by our annud
performance over five years.

Strategic Goal |: Customer Satisfaction — Satisfy the Federal Reserve Board, the
Postal Service and the public by providing responsive service and quality products.

Strategic Goal 11: Quality Manufacturing — Manufacture state-of-the-art currency and
stamps of consistently high quality while improving productivity and cost performance.

Strategic Goal 111: Counterfeit Deterrence — Produce state-of-the-art currency that
deters counterfeiting, contributes to public confidence, facilitates daily commerce and
extends the useful life of notesin circulation.

Strategic Goal 1V: Security and Accountability — Ensure an environment of
comprehensive security and accountability for the Bureau’ s personnel, facilities and
products.

Strategic Goal V: Resource Management — Manage the Bureau’ s resourcesto
increase efficiency and effectiveness in support of the other strategic goals.

Strategic Goal |: Customer Satisfaction

Satisfy the Federal Reserve Board, the Postal Service and the public by providing
responsive service and quality products.

Starting Point — The Bureau continua ly seeks feedback from its customers and has
established standards of performance with both the Federal Reserve and the U.S. Postal
Service. In addition, this year the Bureau established a steering committee to seek an
Internationa Organization for Standardization (1SO) 9001 certification for its quaity
system. Certification is anticipated in fiscal year 2001. This effort inditutiondizes
policies and procedures for assuring the qudity of its product.

In 1999, the Mutilated Currency Program processed 29,000 claims and redeemed $85
million of damaged currency. The Bureau responded to dl inquiries and currency
redemption claims promptly in compliance with standards that resulted in postive
customer feedback.

Improvementsin providing distinct and personalized attention to tour groups and the
renovations to the tour facility made over the past two years resulted in a continued
increase in the overdl satisfaction with the Bureau tour (measured as grester than 85%in
1999).



Performance Goals;

Success in achieving the customer satisfaction god will be measured by using the
following performance gods

1. Provide high qudity currency required by the Federd Reserve Board in atimely and
cost effective manner.

2. Improve the performance of U.S. currency notesin circulation.

3. Provide high quality postage samps required by the U.S. Pogta Servicein atimely
and cogt effective manner.

4. Achieveahigh leve of public satisfaction with the tour, public sdes, and currency
redemption services.

Relationship between the Strategic Goal and the Performance Goal:

The firg three performance god's capture the essence of the Bureau’ s commitment to its
misson. The fourth performance goa acknowledges the Bureau' s direct interaction with
the public. It addresses the Bureau’ s role in educeting the public regarding new currency
design notes and currency production, in general. It dso addressesthe Bureau's
responsiveness in redeeming mutilated currency notes submitted by the public.

How the Bureau will achieve these Goals:
The Bureau' s cgpabiility to provide complete customer satisfaction is inextricably linked
to successful achievement of its drategic gods related to manufacturing, counterfeit
deterrence, security and accountability, and resource management.
The Bureau will:

Meet the Federa Reserve Board' s expectations for timeliness of currency deliveries.

Meet or exceed the Federa Reserve Board' s expectations for quality of currency
notes.

Assure that currency design changes facilitate the public’ s usage of currency through
coordination and communication with the Federd Reserve Board and the
manufacturers of automated vending and cash handling equipment.



With the USPS as a partner, continue to pursue technologica improvements to
develop new stamp products that are the best value in the industry.

Improve the safety and comfort of the BEP tour aswell asits physicd infrastructure
in Washington D.C. and move toward constructing a tour in Fort Worth. Keep the
educationa displays current with design changes in the currency. Promote
cooperative relationships with tour operators, school officias, and Congress.

Improve the availability of souvenir sdesitemsto the public through mail order, the
Internet, and the Vigtor's Center in Washington. D.C.

Ensure compliance with currency redemption standards for timeliness and quality
resulting in positive customer feedback.

External Factors:

Externd factors can impact the achievement of the Customer Satisfaction Goal. Trends
in the usage of currency and postage stamps impact the volume of product and therefore
the gaffing, equipment and facilities of the Bureau. Tourism isimpacted by economic
conditions. Currency redemption services are impacted by exogenous factors such as
fire, floods and other disagters, which result in Sgnificant increases in the amount of
mutilated currency sent for redemption by the public.

Customer Satisfaction Performance Goal and the Annual Performance M easures:

The following performance indicators will track progress toward the strategic goas and
will support each performance god. These performance indicators will be fully
developed in the Bureau’' s Annud Performance Plan. To illustrate the relationship
between these measures and the performance gods they support, the following tableis
provided.

Performance Goal Performance I ndicator/M easur e Sour ce of Data
Provide currency to FRB Meet requested delivery orders BEP/FRB
Improve performance Productive meetings on technical BEP/FRB
of US currency notes information exchange with FRS and

incirculation equipment manufacturers prior to issuance

Provide postage stamps to Meet requested delivery orders BEP/USPS
Postal Service

Public satisfaction with the Meset or exceed best practices BEP

Tour, Public Sales, and in customer responsiveness

Currency Redemption

services



Strategic Goal 11: Quality Manufacturing

Manufactur e state-of-the-art currency and stamps of consistently high quality while
improving productivity and cost performance.

Starting Point — The Bureau’ s commitment to qudity isinditutionaized by seeking 1SO
9001 certification. During 1999, overal productivity increased by 16% as the Bureau
produced arecord 11.4 hillion currency notes. Costs per unit were below the projected
gtandards for both currency and postage slamp manufacturing. Total operating costs
decreased by over 13%, much of this dueto areduction in Generd and Administrative
costs.

The Bureau has now ingtaled eectronic inspection equipment on al printing presses,
both currency and stamps.

Perfor mance Goals:

Successin achieving this srategic goa will be measured by the successful completion of
the following performance gods:

1. Improve the qudity, productivity, and cost-effectiveness of the Bureau's core
manufacturing processes.

2. Tota conversion of notes above $1 and dl stamps to eectronic ingpection by the year

2002.

Relationship between Strategic Goal and Performance Goals:
The performance gods support the strategic god, focusing the Bureau on maintaining its
drategic edge as a high volume, low cost provider of currency and stamps.
Implementation of new technology is a key dement to achieving the strategic godls.
How the Bureau will achieve these Goals:

The Bureau will:

Continue to invest in new technology that will ensure continued increasesin the

qudity of manufactured products, provide for increased productivity, and assure our
ability to meet Federa Reserve and USPS requirements.

Effectively operate eectronic currency and stamp inspection systems.



Ensure the presence of a skilled workforce by identifying key skills, estimating
atrition rates, and developing recruitment and training programs.

Focus on the safety of BEP personnel and develop ergonomic solutions for the work
environmen.

External Factors:

There are anumber of factors beyond the control of the Bureau of Engraving and Printing
which can have an effect on atainment of the manufacturing strategic god. (For further
detail, see Section 7).

$1.00 Coin — Theintroduction of a$1.00 coin as an dternative to the $1.00 note may
have an impact on currency note demand depending on public preference. Any sudden
change in the 9ze of the currency order would have an impact on plant and equipment
utilization, productivity, unit cogt, retained earnings, assgnment of employees, and
overtime usage. However, with a reasonable lead time, the Bureau will be able to
accommodate any change in the currency program.

USPS Policy — The USPS policy isto maintain a number of private sector suppliersas
well as to secure a steady source of supply of postage stamps produced by BEP. The
totd demand for sampsisdeclining. Thistrend is expected to continue as dternate
communiceation technologies become more prevaent, such as dectronic postage
technologies (the E samp, for example).

Interruption of Supplies— The Bureau has undertaken an extensive continuity of
business'contingency planning process. Thiswill result in Srategies to minimize risk and
disruption and ensure the continued supply of currency and postage stamps.

Counterfeiting Threats— A serious increase in counterfeiting within the United States or a
crigs of confidence abroad caused by counterfeiting of U.S. currency could require a
levd of production that could tax the production capacity of the BEP.

Electronic Cash — As dectronic cash becomes more widdly accepted and used, it could
ggnificantly offset currency note demand.

Potentid Dollarization — Dollarization, or replacement of acountry’s “money basg” with
U.S. currency, would increase the BEP s leve of production.

Euro — On January 1, 2002, circulation of Euro banknotes and coins is scheduled to
begin. The euro hasthe potentia to become aworld currency. It may create an
dternative to the U.S. dollar in itsrole as an international unit of account and reserve
currency.



Smart Cards — These have been used on asmdl scadein universties, trangportation
systems, and other venues and have the potentia to sgnificantly affect the use of cash for
many transactions.

Manufacturing Performance Goals and the Annual Performance M easures:

One or more key performance indicators that will track progress toward the Strategic
godswill support each performance god. These performance indicators will be fully
developed in the Bureau’'s Annua Performance Plan. The following table provides an
overview to illugtrate the relationship between these measures and the performance goals

they support.

Performance Goal Performance | ndicatorsM easure Sour ce of Data

Improve the quality, productivity, Meet projected costs for BEP

and cost effectiveness of the currency

Bureau’ s core manufacturing

processes Meet projected costs for BEP
stamps
Meet annual quality goals BEP
Meet annual goal of number of notes FRB/BEP

returned by Federal Reserve dueto
manufacturing defects

Meet annual goal of number of stamps USPSBEP
returned by the Postal Service dueto
manufacturing defects

Meet annual goal of number of notes FRB/BEP
returned by the Federal Reserve dueto
counterfeit deterrence defects

Total conversion of notes above $l Percentage of currency and BEP
and all stamps to electronic inspection stamps that are electronically
by 2002 inspected

Strategic Goal I11: Counterfeit Deterrence

Produce state-of-the-art currency that deters counterfeiting, contributes to public
confidence, facilitates daily commerce and extends the useful life of notesin circulation.

Starting Point — Working with the Federal Reserve Board, the Bureau' s technology
development and investment strategy has focused on continuous currency design
enhancements to improve counterfeit deterrence and the security of the Nation's
currency. The Bureau is currently actively engaged in the development of anew design
for the next generation of currency notes which would be ready for circulation in 2003.



The newly designed $5 and $10 notes were introduced this year. The Bureau worked
with the public sector and public mass trangt agencies to ensure a smooth introduction of
new notes. The redesigned notes incorporate features to thwart technologica advances
available to counterfeiters and incorporates large numerds to aid the visudly impaired.

Per formance Goals;

Successin achieving this srategic god will be measured by using the following
performance gods.

1. Identify and evaluate improved fegtures cons stent with the needs of the Federd
Reserve Board and Bureau capabilities.

2. Dedgn and develop state-of-the-art counterfeit deterrent notes that meet stakeholders
requirements for currency that functions rdiably in the cash system.

3. Improvethe circulation life of notes.

Relationship between Strategic Goal and Performance Goals:

Thefirst performance goa captures BEP' s commitment to research and development.
The second god supports the nation’s need to deter the crime of counterfeiting and to
uphold the public faith inits currency. The third performance goa extends the impact of
gods one and two, and reduces system costs to the primary customer.

How the Bureau will achieve the Strategic Goal:

In carrying out its highest priority, BEP will continue its activities intended to meet the
needs of the public for counterfeit deterrent U.S. currency.

The Bureau will:

Upgrade the capability of BEP to produce new currency designs which include state-
of-the-art security features.

Emphasize research in counterfeit deterrence,

Promote public- private partnerships with the reprographic industry to inhibit copying
of U.S. currency.

Build on our domegtic and internationa partnerships to continualy strengthen
Security competence and suppression of counterfeiting worldwide.

|dentify and implement state-of-the-art processes for the production of new
counterfeit deterrent features.
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Improve communication with companies that manufacture equipment and systems
that process currency.

Strengthen our enforcement liaisons to promote maximum suppression of
counterfeiting.

Provide forensic sarvices to enforcement entities and assst in counterfeit deterrent
activities worldwide.

Work with customers and stakeholders to coordinate the development of next
generation designsfor U.S. currency.

Provide public education information and materials to worldwide users of currency.

External Factors:

Externa factors can impact the achievement of the Counterfeit Deterrence Godl.
Paramount among these factors is the development and widespread proliferation of
digital devicesthat can be used in counterfeiting security documents. The rapid pace of
development and proliferation of imaging/copying hardware and software technology
challenges the producers of secure documents to keep pace.

Another challenge grows out of the need to maintain the highest levels of confidentidity
regarding new counterfeit deterrence technol ogies while operating within the context of
an open Federa environment.

Counterfeit Deterrence Performance Goals and the Annual Performance M easur es:

One or more key performance indicators that track progress toward the strategic goals
will support each performance god. These performance indicators will be fully
developed in the Bureau’ s Annua Performance Plan. To illudrate the relationship
between these measures and the performance god's they support, the following table
provides an overview.

Performance Goal Performance I ndicator/M easure Source of Data
Identify improved features Offer ACD Steering Committee BEP/FRB
consistent with recommen- viable options for review and

dations made by the Federal ultimate decision by the Secretary

Reserve Board

Design and devel op state-of Approved design featuresimplemented on BEP

the-art counterfeit deterrent schedule

notes that function reliably

in the cash system

11



Improve circulation life Provide alternate substrate for policy BEP
of notes consideration by 2002

Strategic Goal 1V: Security and Accountability

Ensure an environment of comprehensive security and accountability for the Bureau’'s
personnel, facilities and products.

Sarting Point — The Office of Management Control devel oped enhanced procedures for
accountability for currency printing and processing in 1999, which have given managers
and supervisors in these areas grester control and accountability. The detailed procedures
will dso assst in the Bureau' s purauit of the |SO 9001 certification.

The expanded use and sophistication of the Closed Circuit Televison (CCTV) for
product security has reduced the Bureau' s vulnerability to theft. There were no incidents
of theft of currency during FY2000. Discrepancy in shipments was only .0026 notes per
one million notes. There were no reported discrepancies due to interna losses or theft.

The Bureau has successfully completed implementation of the 1994 Secret Service
Study’ s 432 recommendations to improve the physical protection of the Washington, DC
facility and the physica protection of its security products. These improvements have
reduced the Bureau' s vulnerahility to the loss and theft of currency during FY 2000. The
Bureau is aso working to implement and verify the recommendations resulting from the
1996 Secret Service Study at the Western Currency Fecility.

Performance Goals;

Success in achieving this strategic god depends on achievement of the following
performance gods.

1. Enhance technica capability of the product accountability system.

2. Ensurethat product accountability is consstently monitored and verified by
management.

3. Ensure physicd security of BEP property, employees, and products.

Relationship between Strategic Goal and Performance Goals:

Thefirgt performance god recognizes the need to continualy improve our processes and
stay abreast of current technology so that we will be postioned to meet the future needs
of our customers. The second performance goa recognizes the need to continually
monitor our procedures to ensure that al security items are accurately controlled and
accounted for. The third performance goa supports our core mission to produce



securities that meet the needs of the American public and our customers. Thisis
reinforced by a measurement of the accuracy of our shipments based on data provided by
our primary customer. Thisisreinforced by a measurement of the accuracy of our
shipments based on data provided by our primary customer through external security
reviews of our procedures.

How the Bureau will achieve the Strategic Goal:

Asthe printer of al United States currency, the Bureau has aresponghility to the
American public with respect to the custody and safeguarding of its assets and high vaue
items. In carrying out this respongbility, the Bureau will continue its comprehensive
product accountability program while endeavoring to identify and implement potentia
enhancements to its current programs and systems. To accomplish these, the Bureau
will:

Continue to vigoroudy monitor al stages of currency production on a continuous
basis.

Coordinate with customers and stakehol ders to investigate and resolve shipment
discrepancies.

Improve the religbility of exigting accountability equipment through a comprehensive
maintenance and testing program.

Identify, procure and implement state- of-the-art, cost-effective accountability system
enhancements.

Document exigting accountability proceduresin detaill and make them available on
lineto dl Bureau personnd.

Tie the consequences of noncompliance with accountability procedura requirements
to the BEP Table of Offenses and Pendlties.

Use dl effective means available to improve internal control procedures and practices
in the areas of physicd, product and personnel security, and inhibit the occurrence of
security violations.

External Factors:

Production process changes may be required in the future to support new customer
requirements. Security and accountability systems may need to be modified.

13



Product Accountability Performance Goals and the Annual Performance Plan:

One or more key performance indicators relating to each performance goa will track
progress toward the strategic god. These performance indicators will be fully developed
in the Bureau’ s Annua Performance Plan. The relaionship between the performance
gods and performance indicatorsis illustrated below.

Performance Goal Per formance I ndicator/M easure Source of Data
Enhance technical Zero tolerance for product BEP
capability of the product accountability procedure violations

accountability system and enforce penalties

Ensure that product Periodic reviews of accountability and BEP
accountability is con- access control and alarm monitoring

sistently monitored and systems

verified by management

Ensure physical security Meet goal for shipment discrepancy rate FRB
of BEP products delivered

Ensure physical security Meet goal for shipment discrepancy rate USPS
of BEP products delivered

Strategic Goal V: Resource Management

Manage the Bureau’ s resources to increase internal efficiency and effectivenessin
support of the other strategic goals.

Starting Point — The Bureau will continue to invest in state- of- the-art technology to
enhance the Bureau' s ability to meet future programs. For example, in FY 2000, the
older printing and processing equipment in Washington, DC was substantialy upgraded.
In keeping with today’ s new information technology requirement for strong interna
controls, BEP is currently addressing such issues as Public Key infrastructure, digita
sgnatures, and encrypted telecommunications. Also, BEP will continue to use and
improve its Management Information System (BEPMIS), which isan on-line, red time
integrated enterprise resource planning system that maintains financia and
meanufacturing information while ensuring product accountability at both facilities.

To support the Bureau' s highly technica operations, the BEP Center for Excellence was
formed in response to advancing technology and the need to prepare BEP employees for
such changes. The Center is responsible for providing BEP employees with assistancein
al of thar training and developmenta needs, including hedlth, safety, and environmental
awareness.

14



Performance Goals:.
Success in achieving the Resource Management God will be measured by the following:

1. Enhance computer systems security to protect the integrity, confidentidity, and
avallability of information and systems on which BEP relies

2. Enhance the Bureau' s ability to meet future programs by effectively managing the
equipment needed for future processes and real property to assure adequate
manufacturing and adminidrative facilities.

3. Formulate a BEP Enterprise Architecture Framework for currency which will
provide abassfor review of IT investments to ensure compatibility with the
Treasury Information Systems Architecture Framework and the requirements of
the Clinger-Cohen Act.

4. Continue to implement office automation technologies to include: eectronic
access to and processing of public use forms, workflow and transaction
processing, document/records management, and imaging.

5. Ensurethat the Bureau’ sworkforce is effectively deployed and fully trained for
highly complex operations.

6. Ensure our capability to provide reliable and timely financia information for
executives and program managers and improve productivity and effectiveness of
financid systems.

Relationship between Strategic Goal and Performance Goals:

These performance goals support the Burea’ s management of its resources that support
its core manufacturing business. The firgt and second emphasize security and
management of fixed assets, including buildings and equipment, and working capitd.
Included are long- and mid-term investments and plans designed to ensure adequate
productive capability to meet cusomers requirements. The third and fourth gods reflect
the Bureau' s long-term commitment to integrate information systems with business
processes and requirements for more effective and efficient planning and operations. The
fifth god recognizes that skilled and motivated employees are prerequisites to the
accomplishment of dl other gods. Achievements related to the fina god will provide
crucid and timdy financid information to managers to use in making program decisons.
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How the Bureau will achieve the Strategic Goal:

The prudent management of Bureau assets will provide both the resources for effective
business program accomplishment and the ability to maximize security, safety, and
customer satisfaction. The Bureau will:

Devdop afacility and equipment plan thet will enable the Bureau to accommodate
future customer requirementsin a secure and efficient manner.

Continue long- and mid-range capita planning so as to ensure the best and most
effective use of cgpita funds.

Implement gpprenticeship programs and recruit as necessary to fill key postionsto
ensure an adequate supply of skilled craftspeople.

Recognize employee contributions to the successful accomplishment of the Bureau's
misson.

Enhance our training programs in environmentd, safety, and qudity programs, and in
professona development.

Continue to improve financia systems and controls, where necessary, and develop
ways to provide improved financid feedback to managers.

Develop an information system architecture that is based on and supports the core
business processes.

Conduct a pilot program for equipment replacement aimed at planning/budgeting for
aconsgent level of capital expenditures, lowering maintenance costs and increasing
productivity.

External Factors;

Most of the factors affecting the asset management program are internd to the Bureau.
In fact, asset management improvements have been a high BEP priority for many years.
However, these efforts may be affected by OMB apportionment decisions, political
congderations, changes in customer requirements, or satutory and regulatory
requirements, such as those relating to the environment or safety and hedlth.

Resour ce M anagement Goals and the Annual Plan:
One or more key performance indicators that will track progress toward the strategic god

will support each performance goa. The performance indicators will be fully developed
in the Bureau's Annud Performance Plan.
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Performance Goal

Enhance computer systems
security to protect the integrity,
confidentiality, and availability
of information and systems on
which BEPrelies

Enhance the Bureau’ s ability

to meet future programs by
effectively managing the
equipment needed for future
processes and real property to
assure adequate manufacturing
and administrative facilities

Formulate aBEP Enterprise
Architecture Framework for
Currency which will provide
abasisfor review of IT invest-
ments to ensure compatibility
with the Treasury Information
Systems Architecture Frame-
work and the regquirements of
the Clinger-Cohen Act

Continue to implement office
automation technologies to
include: electronic accessto
and processing of public use
forms, workflow and transac-
tion processing, document/
records management, and

imaging

Performance | ndicator/M easur e

Meet schedule to update, publish, and distri-

bute computer systems security plans for major

applications and general support systems

Meet scheduleto identify and assessBEP's
cyber and non-cyber critical infrastructure
relativeto Critical Infrastructure Protection
(CIP) and remediate accordingly

M eet schedul e to procure and implement a
Virtual Private Network (VPN) for executive

and managerial accessto BEP Mail, eliminating
the need for unreliabl e source dial-up modems

Capital acquisitionsin accordance
with asset management guidelines

New equipment procurements
tied to Strategic Plan goals

Ft. Worth and Washington facilities modifica

tionsare linked to Strategic Plan and timed to
equipment installation

Projects approved by the Capital
Investment Committee are fully funded

Projects completed within budget and
on schedule

Characterize baseline architecture for the
Bureau’s currency business
enterprise

Develop target architecture incorporating
baseline and mission requirements

Develop transition plan, including migration
plan to target architecture

Implement process for electronic signatures
which addresses requirements for document
encryption

Review and assess BEP el ectronic document
and record management system and imaging

reguirements, given our existing network archi-
tecture, and provide recommendations regarding

“best-fit” systems, given legislative and
regul atory requirements

Procure and implement a*best in class’ electronic

document/records management system with
enterprisewideimaging capabilities
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BEP

BEP
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Ensure the Bureau's Develop Human Resources needs inventory BEP

workforceis effectively of required skills and meet 100% of the target
deployed and fully trained
for the Bureau' s highly Develop a competency-based training curriculum  BEP
technological operations
Maintain goal sharing program based BEP
on program performance
Reduce the number of lost-work day BEP
accidents by 10%
Ensure our capability to Obtain an unqualified opinion on annual BEP
provide reliable and timely financial statement audits

financial information for
executives and program
managers and improve
productivity and effectiveness
of financial systems

These god's have been drawn directly from the mission statement, and build on one
another. The Bureau must successfully manage its resources in a manner which enables
us to securely and efficiently manufacture securities so that we can satisfy our customers.
These broad and comprehensive goas dlow the Bureau to develop comprehensive
objectives as wdll, creting a planning environment which is flexible, and can meet new
chdlenges.

Section 4

MANAGEMENT STRATEGIES

The Bureau’ s management dtrategies create an environment conducive to implementing
and accomplishing srategic gods. They embody fundamentad management functions
that cross directorate responsibilities and relate to each strategic goal. The Strategies
relate to Human Resources, Research and Devel opment, Information Technology, and
Business Processes.

Human Resour ce Strategy

Management is committed to enhancing the skills of the Bureau' s highly-trained,
speciaized workforce to meet its the needs of the 21% century. To maximize the Bureau
workforce s capabilities as aflexible, diverse, and efficient resource, the BEP is
committed to pursuing severa approaches,

Thefird isto mantain a continuous learning environment by enabling al BEP

employeesto build the job competencies, computer and technology capabilities, work
management skills, and flexibility required to achieve the Bureau’ s Srategic gods. The
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BEP will ensure that inditutional knowledge is maintained through effective recruitment
and succession planning programs.

The second is to continue to build a unified, cohesive rdationship between management
and the Joint Labor Council, which is composed of representatives of 19 bargaining units.
This partnership will effectivedy drive improvement at BEP (eg., through the
development of employee programs, safety and hedth initiatives, and employee
recognition linked to program outcomes through a Bureaurwide god sharing program).
The partnership will also support development of consistent |abor agreements and
practices.

Thethird isto realign Human Resources (HR) programs around the business needs of the
Bureau through implementation of technologica solutions to human resources issues,
especidly viatheingdlation of an effective Human Resources Information System
(HRIS) structure, and through the development of a“generdist” capability to provide a
“full service® Human Resources program.

Resear ch and Development Strategy

The Bureau's misson is to manufacture United States currency and other documents
which meet the needs of customers, are secure, and are produced in a cost-effective
manner. In order to accomplish this mission, it is necessary for the Bureau to look ahead
at technologica trends and issues and continue to upgrade its capability in goplied
research. The BEP drategy to accomplish thisisto identify state-of-the-art developments
in currency and postage stamp production worldwide and to incorporate that information
initstechnica knowledge base. Although much of the secure document innovation

comes from the private sector, there are some technical areas that do not provide business
incentive for involvement by private companies. In those cases, the Bureau intends to
identify and fund basic research which is necessary to further the sophidtication of its
products.

In implementing this strategy, the Bureau pursues knowledge partnerships with the
Pacific Rim and 4-Nation countries (England, Canada, Audtradliaand the U.S) on
currency improvements and with the Government Postage Stamp Printers Conference on
postage stamp improvements. The Bureau aso contracts for gpplied research with the
U.S. Government’s nationd laboratories and with public and private indtitutions of higher
learning. These activities ensure that the Bureau istaking along-term look at product
and process improvements in order to respond to the evolving needs of its customers.

Information Technology Strategy
The Bureau will continue to leverage Information Technology (IT) in support of U.S.

currency production. To thisend, the BEP isin the process of contracting for a4-phase
sudy onitsenterprise IT system architecture, in consonance with requirements set forth
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in the Information Technology Management Reform Act of 1996 (i.e., “Clinger-Cohen™).
This study will: (1) document the Bureau' s current architecture; (2) assess and document
the Bureau' s business requirements and objectives relative to information technology;
and, (3) recommend amodularly designed system architecture to meet specified business
requirements and objectives, which optimizes performance and managesbility, and
provides for scaability, high network availability, dataiintegrity and security, while
minimizing the capita cost of operating platforms and networks. The study will dso
provide a recommended plan whereby the Bureau can more eadily trangtion to the
recommended enterprise system architecture with minimal disruption on current
operations. Particular atention will be devoted to ensuring that the Bureau' s accounting,
financia, accountability, and asset management systems are designed, implemented and
maintained to provide for required financid and program performance data for audited
financia statements.

Additiondly, relaive to office automation technologies, the Bureau is embarking on
implementing the “ paperless office,” in consonance with the precepts st forth in the
Government Paperwork Elimination Act. To thisend, the Bureau is currently in the
process of deploying dectronic forms and workflow to increase adminigratively-related
productivity, employee efficiency and agency effectiveness. In concert with both of these
initiatives, BEP will aso implement the use of Public Key Infrastructure (PK1) eectronic
sgnatures, which can be used to implement e ectronic commerce.

The Bureau is aso exploring dectronic document and records management systems,
which are compatible with BEP s exigting Microsoft Exchange environment, thet will
facilitate “ knowledge management.”

In order to enhance employee productivity and services, the Bureau is working to expand
and fully implement the corporate Intranet. The Bureau Intranet Site, “InSite,” isbeing
developed for the purpose of bringing critica information and services to employees
using web-based technology. Thisincludes human resource services such as job vacancy
postings and Employee Express, the management and ddlivery of training opportunities
viathe web; information services such as specid reports and monthly publications; and,
the secure retrieva and update of traditiona corporate data resources viaa web browser.
Kiosks that provide convenient access to these resources are being deployed at various
stes throughout the Bureaw.

Business Process Strategy

The Bureau is financed by means of an indudtrid revolving fund established in 1950 in
accordance with Public Law 81-656. Operations are conducted on abusiness-like basis,
with revenue from product sales used to reimburse the fund for dl direct and indirect
operating cogts, including adminigtrative expenses. Additiondly, in 1977, Public Law
95-81 authorized the Bureau to include in its product prices amounts to fund capita
investment and to meet increasing working capital requirements. Consequently, the
Bureau' s operating and capita budgets are directly funded through revenue generated by
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the sale of products and services to agencies of the Federa Government, principaly to
the Federal Reserve and United States Postal Service.

The Bureau maintains a sophisticated, commercia-type cost accounting system to
maintain costs and develop hilling rates. Each year, projections are made by anayzing
actua cogsfor labor, materias, and services, their historical trends, and expected
changesin price and productivity factors. Actud costs are reviewed to ensure
conformance to plan and adjustments are made when necessary. Since the Bureau' s only
source of revenue is through the sale of products and services, meeting established
spending plans and performance cost godsis extremely important.

The Bureau has aresponsihility to the American public and the government agencies it
serves to make the best use of resourcesin order to maximize productivity and minimize
costs. The Bureau has arobust system for maintaining control of operating results and
pursues a capital investment strategy consistent with the Strategic Plan with proposed
investments reviewed by the Bureau' s Investment Review Board.

Section 5
STRATEGIC PLANNING PROCESS
Purpose of Strategic Planning

Purpose of this Plan

This Strategic Plan was devel oped to ensure that Bureau of Engraving and Printing
securely and efficiently:

Sdisfies customers by meeting their changing requirements now and in the future.

Responds to changes in technology which affect both customer requirements and our
ability to produce new and improved products with increased efficiency and cost
effectiveness, and

Meets the expectations of the American people for more effective and accountable
governmernt.

Responding to Change

As a manufacturing organization dedicated to fulfilling customer requirements, short-
term and long-term planning to identify customer needs have long been inherent in our
business processes. Rapid advances in technology have changed our customers
expectations in areas such as counterfeit deterrence, eectronic data interchange and
product innovation. Technologica changes continue to affect the way other government
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agencies, private industry, and we operate our businesses. The American public expects
better service and more efficient operations from government organizations & dl levels.
Meeting these demands requires better strategic and tactica planning and better waysto
measure performance.

GPRA

The Government Performance and Results Act of 1993 (GPRA) mandates that dl
government agencies develop strategic plans, outcome-based performance measures and
annua performance goals and that strategic plans drive the budgeting process. The
Bureau of Engraving and Printing has participated in a government-wide pilot program to
implement GPRA’s requirements for planning and performance management.

Previous Strategic Planning Efforts

In 1989, the Bureau embarked on itsfirst round of strategic planning, producing strategic
and tactica plans covering the years 1991 through 1995. A second round in 1993,
produced “BEP 2000,” a plan to meet expanded capacity requirements for the currency
program through equipment acquisition, reconfiguration of work units, and team-based
management. In March 1996, a new strategic plan was devel oped which addressed the
requirements of the Government Performance and Results Act and covered the years
1997-2002. Thiscurrent plan isarevison of the 1997 plan and sharpens our focus on
core business and support processes.

Section 6
MEASURING PERFORMANCE

The Bureau is an organization that relies on measurement of its performance. Asa
manufacturing enterprise, BEP management requires continuing feedback on cogt,
operational performance, effectiveness, and efficiency. These are dementsthat are
demanded by customers. Performance measurement is therefore part of doing business
and involves the entire organization. This section discusses the most significant
performance measurement activities in two sections; 1) Program Evauations and 2)
Linkage of the Strategic Plan to the Annual Performance Plan and to the Budget.

Within the broad subject areas, the Bureau is concerned with the performance of dl
levels of the organization. Therefore, measures exis at three levels the overal
organization, individual components, and individua employee. At the organizationd

leved, the measures directly link to the strategic gods. These measures provide feedback
on the Bureau’ s accomplishment of its misson. The second level of measureis rdated to
the ectivities of individua organizational components. Findly, adrategic planning
performance dement isincorporated in Bureau executives individua performance plans.
This ensures that BEP employees will be accountable for supporting the strategic
planning process.



Program Evaluations

BEP conducts eva uations to provide vaid and reliable information for measuring and
improving performance. They are acollection of data composed of customer surveys,
externd reviews and interna evauations.

Treasury Ol G Report on BEP Strategic Planning

The Bureau's strategic planning process has been evauated only once by an organization
other than the Departmentd planning gaff. In May 1997, the Treasury Office of
Inspector Generd issued an “Assessment of the Bureau of Engraving and Printing's
Strategic Planning Process.” The report identified considerable strengths of the process
and identified certain enhancements that could benefit the process as BEP further refines
its Srategic plan.

The process strengths identified were:
committed executive leadership and program management involvement;
fundamentally sound strategic planning process, with comprehensive and rationa
planning cycles;
extensve and closdly digned information resources management and strategic and
operationd plans, and
awell developed BEP 2000 communication strategy.

The principle enhancements suggested included a closer rdationship with customers and
stakeholders, including more consultation on mgor expenditures. Similarly, the report
suggested acquiring more current survey data on the organizationd climate/employee
satisfaction/attitude. In regard to the manufacturing program, the OIG felt that amore
effective and proactive approach to forecasting currency and postage stamp demand and
the addressing of costs as akey customer satisfaction factor were important. Findly, the
report suggested that the Bureau should more clearly link tactica planning/god
accomplishment to the performance appraisal system.

Although the Bureau was acting on severd of those suggestions at the time of the report,
efforts have intengfied since then to ensure that the Strategic planning process reachesiits
full potentid. The Bureau discusses mgor expenditures, whether on equipment or
materids, with its customers. The Federd Reserve and the Bureau continue to work very
closgly together on counterfeit deterrent technologies, which require more costly
materids, in order to ensure that the customer's gods are met. In this case, this means
that the Bureau is responsive to the mgjor, Advanced Counterfeit Deterrence, concern,
but continues to produce a more complex product at the best possible price. The Bureau
coordinates product development activities aswell as approva for procurement of major
pieces of equipment with the U.S. Postal Service. The Bureau has dso performed severd
customer satisfaction surveys and solicits regular customer feedback on issues such as
quality, service, and price. Inregard to employees, the Bureau set up severa ongoing
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“internd communication” groups, which provide employee representation on Bureau
ISSues.

Cogt and program forecasting suggestions have likewise been implemented. Cost is now
akey customer satisfaction indicator. Cogt-effectivenessis an issue in both mgor
customer programs, athough currency costs rise as the complexity and technological
sophigtication of the Federa Reserve requirementsincrease. The Bureau is continuing to
enhance its forecasting ability and participates as a partner with the Department of the
Treasury, the Bureau of the Mint, and the Federd Reserve Board in developing a
coordinated and redlistic forecast for coin and currency over the next decade.

The find suggestion involved alink of drategic planning to performance of Bureau
personnel. Strategic planning eements are now, and will continue to be, apart of al
performance plans for BEP executives.

Security and Accountability

The following reviews and andyses by Bureau personnd played akey role in developing
our security and accountability performance goas. These analyses were used to assess
current levels of performance and to identify areas where performance could be
enhanced.

1.) Sheet Accountability Load Anaysis
2.) Compliance Reviews
3.) Trend Andyses of BEPMIS Data

The sheet Accountability Andyss evauated the reliability of various equipment
(counters, sensors, etc.), on presses and examining equipment. This evauation aong
with preliminary evauation of equipment maintenance policies and practices led to the
development of the performance god, “ Enhance technica capability of the product
accountability system.”

Compliance reviews conducted in the operationa areas and regular trend anadyses of key
data and transactions in the Bureau of Engraving and Printing’s Management Information
System were used to gauge employee compliance with accountability and security
procedures. The results of these reviews were used to devel op the second security and
accountability performance god, “Ensure that product accountability is consistently
monitored and verified by management.”

In order to enhance our ability to monitor compliance, the Office of Management Control
undertook an extensive effort to andyze existing accountability procedures, to directly
observe operations, and to write detailed accountability procedures for each phase of
currency operations. These detailed accountability procedures are the firg to be placed
on the Bureau' s Intranet and include hyperlinks to the manua forms and exhibits. The
procedures are available on-line to Operations supervisors. In addition, hard copy
segments, which detail the responsbilities of a particular job title, were provided to the
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appropriate individuals. This effort alows us to expand the breadth and depth of our
current compliance reviews.

In addition to continuing to use these reviews and analyses over the next five year, the
Office of Management Contrdl is training its Saffing the requirements of the
Internationa Organization of Standardization (1SO) 9001 certification. 1SO 9001
requires detailed documentation of an organization’s business processes. OMC will
conduct detailed compliance reviews utilizing the new procedures.

Data Capacity Through IT

The Bureau's current information technology (1T) infrastructure, software, hardware, and
telecommunications provides easy accessto rdiable cost and performance information.
Integrated financia, manufacturing, and product accountability subsystems capture data
at the source and provide timely access to accurate basdline, trend, and current
information for planning, managing, and assessing performance. Computer security,
computer contingency, and business continuity programs ensure continued access to
reliable information.

Chalenges include upgrading systems and integrating new technology to leverageIT in
support of core business processes. Standard desktop configuration, centralized desktop
systems management, and dectronic forms are currently being implemented. New
initiatives for business process andyss, and I'T architecture review and planning will be
used to sat performance gods, specify criteriafor evauating IT investments and
performance results to strengthen the management of information resources and enhance
overd| Bureau productivity.

Information technology plays an important role in implementing Strategies to atan the
Bureau's drategic goals. Assessments of the IT Program in terms of Clinger-Cohen Act
requirements for I T investment portfolio management, results based management, and IT
acquisition were used in setting the gods to dlign information systemsin support of core
business processes and identifying new office automation technologies to increase overal
Bureau productivity. Strategies include assessment of the Bureau's core business
processes and evauation of IT architecture dternatives in order to meet business
requirements, provide reliable cost and performance data, minimize risk, reduce cos, and
set performance goas. The evauation will provide a recommended plan for migration to
the target environment. Program evaluations to assess performance and corrective
actions and to identify potentia opportunities are an integra component of the ongoing
Strategic and Annua planning process. I T architecture evauations will continue
throughout the next five years.

The Bureau' s financid management system is one component of its Enterprise Resource
Aanning Sysem (ERP). The ERP includes financid management, materid and
production planning, shop floor control, inventory management, product accountability,
and purchasing functions. All components of the ERP operate in an integrated, red time,
database management environment. This ensures that data are entered once and are
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subsequently available for use by dl components of the ERP, thereby ensuring accuracy
and consigtency information.

Since establishment of the revolving fund in 1950, the Bureau has maintained a
sophigticated, private sector type cost accounting System to provide cost and performance
related information to program and executive management. This system has undergone
continua improvement over the years to best meet the needs of Bureau managers as well
as to incorporate changes and innovations in performance reporting and the cost
accounting professon.

Data Capacity Using the Enterprise Resource Planning System

The operations of the Bureau are financed by means of arevolving fund established in
accordance with the provisons of Public Law 81-656, August 4, 1950 (31 U.S. C. 5142).
Thisfund isreimbursed by customer agenciesfor dl direct and indirect costs of the
Bureau, including adminidtrative expenses. Asaresult, Bureau operations are sef-
financed, with operating and capital investment costs collected from customers through
product pricing.

To support its misson, the Bureau maintains a sophigticated, private sector type, accrud
accounting system to meet both financia and cost accounting requirements for financia
reporting. This system is audited annudly by a public accounting firm, with 1999
marking the fifteenth consecutive year that Bureau financial statements received an
unqudified opinion. Included in the annua audit isareview of Internad Control over
Financid Reporting.

Customer Service Program Evaluations

Performance reviews and assessments of the Bureau's service to its cusomers and
customer satisfaction are regularly completed. A baseline has been established to usein
measuring customer satisfaction levels. Periodic surveys and questionnaires are
monitored to monitor progress. These results are directly related to the Bureau's strategic
godsand are provided to managers and executives S0 that corrective action can be taken
when warranted.

Agency | mprovement Survey

A survey is currently being conducted of al Bureau employees to gauge their attitudes
about the organization’s leadership, training/career devel opment, communication,
employee involvement, diversity, security, and equa opportunity. Once the survey has
been administered, focus groups will be convened to obtain more detailed information
regarding employee concerns. The results of the survey and focus groups will be used to
make recommendations for improvements and changes to those areas identified by the
survey. Where appropriate, Management and Labor officials will work together to make
those changes.
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Management Challenges and High-Risk Areas

The Bureau began 1999 with six open audit recommendations issued by the Office of the
Inspector Generd (O1G). During the year, 13 additiona recommendations from seven
OIG audit reports were added. The recommendations were the result of audits requested
by the Bureau contracting officers and planned audits by the OIG.

Three recommendations pertained to contract issues and involved the planned acquigtion
of series, materia or equipment. Ten recommendations involved program issues such as
vault security, year 2000 compliance efforts, new equipment, and currency inspection
systems. Fifteen of the recommendations were implemented or addressed in 1999
resulting in monetary benefits of more than $5 million. The remaining recommendations
will be addressed as appropriate.

Linkageto Annual Performance Plan and Budget

The strategic planning processis closdly dlied with the Bureau's budgetary process and it
isthe starting point for the generation of annua performance plans. The performance
plans provide short-term goals for functiona areas (offices or resource areas) which
directly support the Strategic goas. The performance track progress on the goadsin the
annua performance plans.

The drategic plan provides the overdl framework for budget formulation at the Bureau.
Performance gods, which are designed to ensure that the organization meets customers
requirements, are the result of coordination between the strategic planning manager and
the budget officer as well as the components responsible for their achievement. Mgor
capita and operating budget priorities are directly linked to the principle initiatives of the
drategic plan.

Budget estimates are built on historica cost trends within the context of the budget year's
customer orders. These estimates are adjusted to reflect the expected cost impact of the
achievement of the performance goa's supporting the strategic plan. For example,
productivity goas provide the basis for projections of Iabor requirements from which
accurate budget adjustments to historical labor cost trends can be made. Similarly, raw
meateria requirements are determined based on historica trends, cost escalation factors,
and projected program output levels. The budget estimate for raw materidsisthen
adjusted based on “ spoilage’ gods for the program year. Since BEP must recover dl of
its cogts, the performance goas must be achieved to ensure that costs stay within budget
and are fully recovered through the billing rate for products ddlivered.

The foundation for the Bureau's capitd investiment plan is the strategic plan. The capita
invesment plan reflects the approved requests from resource managers based on BEP' s
long-term strategy and projected order levels. Capital requests must be accompanied by
detailed business case andlyses, which include a discussion of the linkage of the capita
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investment plan to Strategic goals. This ensures a coordinated approach to capital
investment planning and ensures that investments support strategic priorities.

Linkageto Other Plans
Financial Plans

The Bureau' s ahility to undertake long-term, customer-driven Strategies requires
investment in facilities, equipment, and human resources. This, in turn, depends on our
ability to generate sufficient earnings to fund current operations and planned
improvementsin processes and products. The Strategic Plan drives the Bureau' s Five-
Y ear Financid Management Plan and the Annud Capita Investment Plan.

IT Strategic Plan

The Bureau's Information Technology (IT) Strategic Plan dso supports the BEP
Strategic Plan by providing eectronic information and telecommunications services.
These, in turn, provide accurate, timely, and accessible performance data which are used
for decison making at dl levels. Prioritiesinthe IT Strategic Plan will continue to
support initiatives in the BEP Strategic Plan.

BEP 2000 Communication Strategy

Effective communication is essentid for an effective planning and implementation
process. The Bureau has improved interna communications through a number of
initiatives and communication srategies.

Business Continuity Plan

The Bureau has developed a Business Continuity Plan which addresses those issues
which threaten the production of currency and stamps for both of the Bureau' s facilities.
The plan devel ops responses to problems related to materids, facilities, and equipment.

STI Work Plan

The Advanced Counterfeit Deterrence (ACD) Steering Committee has devel oped awork
plan which will direct the Bureau' s effortsin the area of counterfeit deterrence for the

next severa years through the Securities Technology Inditute (STI). The plan addresses
research, testing, design implementation and outreach to other Federd agencies.

28



Section 7
EXTERNAL FACTORSAFFECTING THE BEP STRATEGIC PLAN

This section discusses the most sdient and significant factors externd to the Bureau of
Engraving and Printing which affect its programs. As an organization with an active
planning program, the Bureau tracks trends in the economy and the politica rellm and
coordinates with its mgor customers to ensure that future equipment, materid and
personnel meet its requirements. As part of the Department of the Treasury, BEP is
subject to many of the same externd factors which affect al Executive Branch
organizations. Even though BEP does not receive appropriations, it il is subject to
Congressond oversight through apportionment and other types of hearings, GAO and
OMB rules, regulations, and program reviews. However, as a manufacturing
organization which recoups its operating expenses through the sale of its security
products, the Bureau is dso affected by technologicd trends in the security printing
industry and economic factors which influence the Department of the Treasury and the
Bureau's mgor customer, the Federa Reserve System.

The Bureau isthe largest industrid plart in the centra core in Washington, D.C. BEP
aso operates a currency manufacturing facility in Fort Worth, Texas, which produces
about one-haf of the nation's currency. Both cities are in EPA nontattainment areas for
ozone and nitrogen pollutants. Introduction of new presses or processes which are
necessary to meet customer needs are subject to rigorous regulatory processes, and must
incorporate the best available control technologies. Although the Bureau has satisfied
regulators to date regarding the ingtallation of new equipment and processes and has
grestly upgraded environmenta controls of existing equipment, thisis an areathat must
be congtantly monitored. The Bureau monitors existing and new environmenta laws and
regulations, both on the local and the nationd level and works closdy with locd
regulatory bodiesin the Didtrict of Columbiaand Fort Worth/Ddlas to ensure that
congtruction and operating permits are up to date. Planning for environmenta controls
for equipment and building systems is part of the Bureau's Strategic and shorter-term
capital planning process and capitd acquisition.

Rapid developments in reprographic technologies and the increased access of the public
to sophisticated design systems and widdly avallable, highly capable computer-driven
printing present counterfeiting challenges which may be as grest or gregter than thregts
from the traditiond type of job shop counterfeiter. Innovation is necessary on the
Bureau's part in work on counterfeiting issues with other Federad Agencies, in order to
identify emerging technologica threets and to devel op research sirategies to meet these
anticipated threats. The analyses, which are necessary to identify the varieties of
counterfeiting threats and to accurately assess the success of anti-counterfeiting devices
employed in currency, can be accomplished only through “cross cutting” interagency
cooperation among the BEP, US Secret Service, and the Federal Reserve System. The
trandation of conceptua counterfeit deterrents into manufacturing capabilitiesis often
difficult and requires the Bureau to accurately assess internd factors such as equipment
cgpability, materids suitability, and personnd training. In some cases, the Bureau is
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“pushing the technologica envelope’ in designing, or acquiring, and integrating these
complex technologies. BEP works with premier public and private indtitutions, including
universities and Government |aboratories, and with worldwide technical peers, such as
the members of the Four Nation Group, in identifying challenges and pursuing ACD
solutions.

The most direct and obvious externd influence on the Bureau is the annual program
ordersfromits cusomers. The Postd Service order is driven by their marketing

strategies but the orders for specific types of stamps are placed with printers on the basis
of comptitive factors; the Bureau competes with printersin the private sector. Its
decisons are cost and quality driven, with politica overtones (dlowing private

companies equal access to Government contracts), and the Bureau's response can only be
to ensure that it is technologicaly capable and maintains competitive pricing through
efficient performance. The e-stamp (or electronic, on-line stamp) is an additiond

externa factor which has recently been added to the postage stamp market that has
implications for projection of stamp requirements. A number of firms are competing for
the gpprova from the US Pogtal Service so that they may enter the e-stamp market.
When one or more of these companies are approved, it islikely that their effect on stamp
marketing may be grestest in the area of mass mallings. Thisis the program segment
which would mogt directly affect the Bureau. Asthe BEPs share of the total postal
program has dropped over the past few years, most orders have been concentrated in high
volume coil stamps. The Bureau's strategic response to these issues has been twofold -
cut cogts to the maximum extent while maintaining volume and qudlity, and develop
advanced products which have the potentia to meet USPS needs. Interndly, this strategy
has meant reducing the staffing in the postage stamp program through attrition and

buyouts while increasing productivity of people and equipment.

Currency isthe Bureau's mgjor business, with the program accounting for about 85% of
itsannua income. The volume of the annud currency order and the mix of currency
denominations are influenced by a number of factors, some of which are within the
control of the Federal Reserve System and some of which are not. However, many
externd factors influencing the volume of the annud order, whether they are controllable
or not, can be predicted. This*ahility to predict” isaresult of the existence of alarge
number of tools and techniques for forecasting economic trends. However,
“predictability” in this caseis not necessarily “accuracy in prediction,” due to the variety
of economic assumptions which form the basis of extant theory. Fortunately, there are
some basic trends that can be tracked and used as indicators of future requirements. For
example, the leve of the annua Bureau order will increase as the Federal Reserve
increases the M1 money supply, adthough generdly at alower rate. Inflationary trends,
for example, generdly would result in alarger currency order. Other factors which enter
into the calculation of cash requirements are recurring cycles in the economy, both long
term and seasond (such as Holiday cycles).

Another significant factor isthat U.S. currency isthe world's currency, with perhaps 40 -
60% of al notes circulating overseas. Over the last ten years, there has been an increase
in currency being shipped oversess, with Russia and Latin America being the grestest



recipients. However, there are counter trends recently — overseas demand has decreased
dightly and may continue to do so when the Euro is introduced into circulation in 2002,
Additiona externd effects on the requirements for currency include cash subgtitution
mechanisms, such as smart cards and e-cash. These have the potentid to replace a
portion of currency note demand, athough there has been no grest effect to date.

Future currency requirements are projected by the Bureau, with the Federal Reserve
Board staff, and the Department of the Treasury. Internd projections are shorter-term
and are normally based on previous estimates, information on the qudity of currency and
circulation and, most importantly, issue dates of new currency designs (such as ACD
features) and signature changes. A working group has been established at the
Department of the Treasury level which conssts of representatives of the Department,
BEP, the Federa Reserve Board, and the Bureau of the Mint. This group utilizes data
generated internaly by the planning groups of each of these organizations, and data
which are developed from economic and socid andyses to prepare longer-term estimates.
These estimates and the assumptions on which they are based are provided to a steering
committee with senior representatives from the same organizations for consideration in

planning.

Other externd factors which may influence the Bureau but do not directly affect its core
business include changesin personne cellings and pay/benefit programs which are made
by Congress or the Executive Branch. These have morde and personnd retention
implications, particularly for an organization that relies heavily on ahighly trained,
speciaized, and unique workforce.

Section 8
CROSS-CUTTING ISSUES
Cross-Cutting Counterfeit Deterrence Program

The Bureau of Engraving and Printing works in conjunction with the United States Secret
Service (USSS), Federal Reserve Board (FRB) and the Treasury Department Advanced
Counterfeit Deterrence (ACD) Program to design and produce banknotes which address
advances in the reprographic industry. Through the Advanced Counterfeit Deterrence
Steering Committee, the BEP works to develop and incorporate currency features that
will provide safeguards againgt emerging technologies in order to prevent the inpu,
manipulation, and/or output of illegal or unauthorized banknote images. 1n conjunction
with the FRB, USSS, and the Treasury Department ACD, BEP works to enhance public
awareness of security features as new currency isintroduced. Through the Securities
Technology Ingtitute, BEP engages in research and testing of possible design features.
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Cross-Cutting Management Initiatives

The Bureau' s security products, particularly currency, represent the integrity of the
Federal Government, and therefore directly involve other Federd Agenciesthat are dso
concerned with security and integrity. BEP research into counterfeit deterrent features
directly impacts efforts of the Federal Reserve Board and the U.S. Secret Serviceto
accomplish their missons. The Federal Reserve for example, was founded “to provide
the nation with a safer, more flexible, and more stable monetary and financid system.”
Since 1865, one of the main functions of the USSS has been to * suppress the
counterfeiting of U.S. currency.”

Counterfeit deterrence activities represent amgjor effort by BEP in research and
development and aso require the expenditure of significant capital and human resources
in manufacturing. The dtrategic plan proposes to directly address the effectiveness of
these measures in meeting the needs of external parties. Therefore, the Bureau plansto
initiate a program to determine the effectiveness of counterfeit deterrence feaiures. This
will require the input of the US Secret Service and the Federa Reserve, aswdl as
internal research groups, non-federa expert contractors, and government laboratories.

This effort will represent a true partnership between BEP as a manufacturer and USSS
and the Federal Reserve asits customers. The focus of the program will be on both the
reliability and accuracy of the manufacturing processin incorporating ACD featuresin
bank notes and the effectiveness of incorporated festuresin the economy. Specificdly,
the partnership will examine counterfeit notes for the qudity of the counterfeit feature,
determine the method by which the notes were counterfeited, and the method by which
they were “passed” to the public. The objective will be to come to some genera
conclusion on the efficacy of each festure. During the course of the project, additional
refinements and modifications will be introduced as necessary.

Section 9
CONSULTATIONWITH STAKEHOLDERS

The Bureau consulted with avariety of stakeholders concerning the Strategic Plan in
order to gain input into the plan and comments on the draft document. These
stakeholders include the genera public, the Congress, Bureau customers, and its
employeses.

Public — The Bureau effectively communicates with and seeks input from stakeholders
through the BEP web site which is designed to be an easy-to-use resource for information
on security documents. The Ste includes the Facts & Trivia section, where over 40
informative public documents are located, information on our public tour, one of the most
popular tours in Washington, DC, information on stamps and currency, a collector’s
forum, and a section which alows the user to conveniently send comments or requests to
BEP. The web ste has direct links to the Department of the Treasury, the Federa
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Resarve, the United States Postal Service, U.S. Secret Service, U.S. Mint, and Interna
Revenue Sarvice.

Starting in 1998, many new enhancements were made to our Internet web site. The
Bureau updated it to include interactive features especidly for children. Secure
Electronic Transactions (SET) Commerce was added to the Site as an added level of
security in purchasing products from our on-line catdlog. Findly, a $1 note graphic was
added to explain the myths and symbolism associated with American currency.

Congr ess — The Bureau provides the opportunity for the appropriate Congressiona
committees and their saffs to consult concerning the content of the Strategic Plan before
findizing the documert.

Customer s— The Bureau has awell-devel oped process of obtaining input on both policy
and operationd matters from our mgor customers. Bureau officids hold regular

mesetings with officias from the Federd Reserve Board (FRB) and with officids from the
United States Postdl Service (USPS). These mestings discuss Bureau policy, strategies,
and performance gods. Furthermore, communication with customers such as FRB,
USPS, and currency processing equipment manufacturers provides continuous feedback
on the quality of the Bureau' s product and how well it is meeting its production gods.

Since November 1995 the Bureau has been working with currency processing vending
machine manufacturers by having them come to the Bureau and test the Series 1996 new
design currency with their own equipment. The Bureau has aso held stakeholder
mestings with the industry to obtain their feedback on the testing process. Because of
suggestions received from the industry, the Bureau agreed to rel ease the redesigned $10
and $5 denominations simultaneoudy. In addition, the Bureau developed a newdetter
that is sent out to the industry notifying them of any pertinent informetion that would
affect the release of the new notes. Another newdetter is being devel oped that would be
sent to the entire vending industry. This newdetter will provide those companies that are
not machine manufacturers a chance to obtain information that is criticd to their industry
aswall.

Other methods of obtaining feedback from customers include customer surveys,
conferences, individuad contact, e-mail, fax, and telephone. All of these techniques are
vauable devices for ensuring that the Bureau maintains customer-oriented goals.

Employees — The Bureau has a variety of methods for ensuring employee input into the
Strategic Plan and performance measures. The Joint Labor Council, Office Chiefs, and
Associate Directors are involved in the development of the Strategic planning document.
Bureau management also seeks input in devel oping appropriate performance measures
and datarequirements. The unions play a particularly sgnificant role in this process.
With nineteen union locas, the union-management partnership continues to provide a
forum to improve communicetion for al employees. Key to this partnership is the open
communication between senior management and the unions.



Section 10
STEPSTO DISSEMINATE THE STRATEGIC PLAN

The Bureau has saverd methods for disseminating information regarding its Srategic
godsand objectives. The drategic plan is published on the Intranet for employees, and
information is aso digributed in itsinterna newdetter. The continuous communication
with outs de stakeholders and customers is another method for providing information
concerning the Bureau's Strategic Plan. Findly, the Strategic Plan has been posted on
the Bureau' sweb sSite.



Appendix

Table A

Linking Treasury Goals and Objectives with Bureau Goals

Treasury-Wide
Strategic Goals and Objectives

Bureau of Engraving and Printing Supporting Goals

Treasury Goal: Improvetheefficiency of
production operations and maintain theintegrity
of U.S. legal tender

1. Increase the productivity and efficiency of coin
and currency manufacturing

2. Continueto explore mechanismsfor
maintaining the integrity of U.S. coin and
currency

Bureau Goal: Quality Manufacturing

Manufacture state-of-the-art currency and stamps of consistently high quality while improving productivity
and cost performance.
(Supports objectives 1 and 2)

Bureau Goal: Counterfeit Deterrence
Produce state-of-the-art notes that deter counterfeiting, contributes to public confidence, facilitates daily

commerce and improves the efficiency of currency in circulation.
(Supports objective 2)

Treasury Goal: Combat money laundering and
other financial crimes

1. Dismantle domestic and international money
laundering networks

2. Reduce counterfeiting and other criminal
threats to our financial system

Bureau Goal: Counterfeit Deterrence

Produce state-of-the-art notes that deter counterfeiting, contributes to public confidence, facilitates daily
commerce and improves the efficiency of currency in circulation.
(Supports objective 2)




Treasury Goal: Support the achievement of
businessresults

1

Improve capacity to recruit, develop, and retain
high caliber employees

Foster an environment of equal opportunity

Make wise capital investments and effectively
manage Treasury assets

Procure quality goods and services at afair and
reasonable price and in atimely manner

Bureau Goal: Resource Management

Manage the bureaus resources to increase efficiency and effectivenessin support of the other strategic goals
(Supports objectivesl,2 and 3)

Bureau Goal: Security and Accountability
Ensure an environment of comprehensive security and accountability for the Bureau’ s personnel, facilities

and products.
(Supports objective 1)

Treasury Goal: Improve customer satisfaction

1

Develop service standards for all Treasury
programs serving the public

Regularly measure actual performance against
standards and report results to the public

Bureau Goal: Customer Satisfaction

Satisfy the Federal Reserve Board, the Postal Service and the public by providing responsive service and
quality programs
(Supports objectivesl and 2)

Goal: Improve employee satisfaction

1

Regularly measure employee perceptions of
management and organizational effectiveness

Target employee development where
opportunities exist to improve in areas
identified by employees

Bureau Goal: Resource Management

Manage the bureaus resources to increase efficiency and effectivenessin support of the other strategic goals
(Supports objectivesl and 2)
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